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DEYEi^PKEirrs sir iran 


I* Increasingly aha ruing reports fro* Iran indicate that the Sea let 
Vnion is maneuvering adroitly in an effort to get the shah to 
accept Soviet aid and to undercut his domestically. 

A* the USSR is continuing to offer extensive economic and 
technical aid reportedly without strings to Iran. These 
offers are being publicised inside Iran. 

25X1 X 

on 10 December 

that the USSR me also offering ships to the Iranian mvy* 
1. The Shah is ea&arrassed by these offers and concerned ore the 
advancing Soviet influence and prestige and the coucoraita nt. 
decline of western influence and prestige throughout the 
Riddle East. 



C. Acceptance of Soviet aid would probably mean that large 

numbers of Soviet technicians would be stationed in the- h^n. 
country-. This would open the country to grave threats 
of subversion. 


II. The Shah feels he must have outside aid because of serious lat$- 

term domestic threat® to his rule. 

A. Be is in fact in a raca between achieving economic improve- 
ments directly to benefit the people and rising dissatisfaction 
which is increasingly focusing on his person and the monarchy. 

B. Bence, the Shah is pushing an extensive development program. 

C. However , he expects a budget deficiency in 1S5 « *»d ferTC* 
this he feels he needs foreign aid. 
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B* 111 # Shah hoes not feel he can divert oil revenues to 
hie regular budget. This would be sost unpopular 
with his subjects. 

1X1. Hies, the Shah feels he must aot only receive economic and 
military aid but direct budgetary aid from the US— he tee 
recently mentioned a $50 million loan. Re has intimated 
that if be does not receive US aid he may: 

A. Withdraw from the military committee of the Baghdad Pact. 

B. Be forced to accept some of the proffered Soviet economic aid. 
IW. The Shah is worried over the Soviet campaign of friendship. 

Re has many ties with the US which would detor him from 


accepting the mm* a aid offers. But aside from trying to use 


the present situation for bargaining purposes* he may come to 
fsel that the Soviet poser and effort in Iran is so great 
that he must do business with then in order to save himself. 


A. 


On 17 Xevember, 


25X1X 

in summarizing the 


situation stated, "We believe the Shah entirely capable 
of accepting Russian supplier credit for large development 


projects***. It mates no difference that this does 
not relieve the budget. Damage free such acceptance 
would probably become irreparable." 
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BACEGti&m) ROTS OR IRAK 

25X1 A9a 

that the Shah told hie that Iran would be able to 
balance its budget by I960. Ibis would eoee from increased oil revalues. 
Thus til© State Bepartsent'a reasoning in not lending any money to fetrs 
see say be that, in view of the fact that be will be out of the woo#* in 
two years, there is no point In lending bis anything new. On the oUtor 
hand, one can argue that Iran's future financial condition nakee it n 
good loan risk. 
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